ECONOMIC DEVELOPMENT COMMITTEE

DATE: May 20, 2009

CALLED TO ORDER: 5:01 p.m.

ADJOURNED: 6:32 p.m.

ATTENDANCE
ATTENDING MEMBERS ABSENT MEMBERS
Jeff Cardwell, Chair Doris Minton-McNeill
Jose Evans Ryan Vaughn

Barbara Malone
Michael McQuillen
Mary Moriarty Adams

AGENDA

PROPOSAL NO. 148, 2009 - approves statement of benefits for four applicants to allow
partial tax abatements for those properties located in a designated Economic
Revitalization Area as per IC 36-7-15.1-26

“Do Pass” Vote: 5-0

Presentation on Indianapolis Downtown, Inc. — Terry Sweeny, Vice President of Real
Estate Development, and Julia Watson, Vice President of Marketing and Communications

Presentation on Conexus Indiana — David Holt, Vice President, Operations and Business
Development




ECONOMIC DEVELOPMENT COMMITTEE

The Economic Development Committee of the City-County Council met on Wednesday,
May 20, 2009. Chair Jeff Cardwell called the meeting to order at 5:01 p.m. with the
following members present: Jose Evans, Barbara Malone, Michael McQuillen and Mary
Moriarty Adams. Absent were Doris Minton-McNeill and Ryan Vaughn.

PROPOSAL NO. 148, 2009 - approves statement of benefits for four applicants to allow
partial tax abatements for those properties located in a designated Economic
Revitalization Area as per IC 36-7-15.1-26

Maury Plambeck, Director, Department of Metropolitan Development (DMD), stated that
this is the first time that DMD is dealing with tax abatements. He said that a new law
was passed by the state legislature in July 2009. Mr. Plambeck stated that the new law
adds one more step in approving tax abatements, which is Council approval of the
statement of benefits.

Mr. Plambeck stated that tax abatements are abatements of new taxes that would relate
to new development on a property. He said that the abatement could go anywhere from
one to ten years, with ten years being the maximum. The first year of the abatement is
the greatest amount, and then it goes down each year until the end of that period when
all of the new taxes are being paid. Mr. Plambeck stated that DMD works closely with
Indianapolis Economic Development, Inc. (IEDI) to help businesses expand in Marion
County and to recruit new business. Mr. Plambeck stated that IEDI looks at a variety of
things when they are talking to the businesses. They look at job retention, job creation,
how much capital is being invested in the property and if there is competition to receive
businesses. Mr. Plambeck stated that DMD staff looks at other things in addition to what
IEDI looks at. He said that DMD looks at taxes currently being paid on the property in
question, zoning and recommended use, location within a Tax Increment Financing
(TIF) district and feedback from the Mayor's Neighborhood Liaisons. Mr. Plambeck
stated that once all that information is gathered, it is determined if there will be a tax
abatement recommended, and if so, for how long.

Mr. Plambeck stated that granting of the tax abatement is a two-stage process that
requires the Metropolitan Development Commission’s (MDC) approval of both a
preliminary and final resolution. He said that the preliminary resolution recognizes that
the property and equipment to be abated is eligible for tax abatement. He said that the
final resolution is open for public hearing; notice is posted in the newspaper ten days
prior to the hearing. In addition, notices are sent to all taxing authorities that would be
impacted, registered neighborhood organizations and the district Councillor for that
area. Mr. Plambeck stated that if the property is located in an Economic Revitalization
Area (ERA), a statement of benefits must also be approved by the City-County Council.
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Mr. Plambeck stated that once that process is completed, the DMD staff annually
reviews all of the entities that receive tax abatement. He said that the entity has to file a
document that states that they are in compliance and must respond to the DMD Tax
Abatement Program Survey. He said that if that entity is not in compliance, DMD will
work with them to make sure that they are, or DMD will go back to the MDC and have
the tax abatement removed. Mr. Plambeck stated that in the statement of benefits, a
business submittal includes a description of the project, an estimate of individuals who
will be employed or whose employment will be retained, the estimate of the salaries
related to those individuals and an estimate of the value of the development.

Chair Cardwell asked what the reason is for this proposal coming to the committee at
this time. Mr. Plambeck stated that DMD was not aware of the new change in the law.
He said that DMD found out that it was submitted by another city outside of Marion
County, and that is why DMD was not aware of it. He said that once they became
aware, they brought all four businesses through the process within MDC. He said that
one of the companies, MidWest Logistics, LP is on the right track and has not been
approved by the MDC. The other three companies, GyanSys, Inc.; McGowan Legacy,
LLC; and American Institute of Toxicology, Inc. have been approved by MDC, but the
tax abatements cannot be effective unless approved by the Council. Chair Cardwell
asked with regard to the three that have gone through the process with MDC, if DMD
has any idea of how those companies are performing according to their predictions.
Stephanie Quick, Assistant Administrator, Department of Metropolitan Development
(DMD), stated that three of the businesses that were approved in 2008 will not be
surveyed until later because of the ramp-up period, in order for them to make the
investments. She said that at this point, DMD does not have an idea on how they are
doing. She said that they can get this information for the committee. Chair Cardwell
asked when DMD will expect to get the first report. Ms. Quick stated that the ones
granted abatement in 2008 will not be surveyed until late 2009.

Councillor Malone asked if McGowan Legacy is requesting abatement on improvements
to office space. Ms. Quick answered in the affirmative. Mr. Plambeck stated that the
property was previously publicly owned and not paying taxes. Councillor Malone asked
if the property is located at 10 West Market Street. Ms. Quick answered in the negative,
stating that the property is located at 340 North Capitol Avenue, and was a state-owned
property that was a former parking lot. She said the space at 340 North Capitol is
receiving the tax abatement.

Chair Cardwell asked how important this process is for the Indianapolis community to
be competitive. Mr. Plambeck stated that it is very important. He said that Indianapolis is
one of the most successful Midwestern cities. He said that if Indianapolis does not have
the tools to compete with other cities throughout the nation, people will go to cities that
might have a better climate. Mr. Plambeck stated that it is important to have a job base
for this City to grow, to support the services offered, and to compete within the region.

Nick Weber, Deputy Mayor of Economic and Workforce Development, stated that the
city needs to help companies overcome the issues that they come across that prevent
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them from growing and potentially relocating. He said that putting people to work,
creating wealth, families, neighborhoods and communities is of the utmost importance.
Mr. Weber stated that he is excited about all four projects. They have good merits, and
the city wants to keep doing more.

Councillor McQuillen moved, seconded by Councillor Moriarty Adams, to send Proposal
No. 148, 2009 to the full Council with a “Do Pass” recommendation. The motion carried
by a vote of 5-0.

Presentation on Indianapolis Downtown, Inc — Terry Sweeny, Vice President of Real
Estate Development and Julia Watson, Vice President of Marketing and Communications

Mr. Sweeney stated that the downtown area is bounded by the North side of 16" Street,
[-65/70 on the East, I-70 on the South and essentially, the west bank of the White River.
Mr. Sweeney stated that IDI works with public and private sectors to strategically plan
and develop Downtown and actively recruit retail, restaurant and residential
developments. He said that IDI manages downtown to make sure it is operated well,
and is safe, clean, accessible and beautiful. Mr. Sweeney said that IDI markets
downtown to tell the story of downtown as a premier place.

Mr. Sweeney discussed in detail the Downtown Economic Indicators, which are the
benchmarks of downtown to help IDI with planning and allocating their resources and
priorities. He distributed a handout detailing some information about IDI (attached as
Exhibit A). Some key points include:

Completed Downtown Projects by Year
e 26 projects worth $1.4 billion were completed in 2008, resulting in a 418%
increase in value from 2007.
e Since 1998, there were 307 projects totaling $5.3 billion completed.

Councillor McQuillen asked if Mr. Sweeny knows why there was a dip in projects for
2007. Mr. Sweeny stated that it was more of how the projects fell and how they were
completed.

Downtown Office Vacancy
o Office vacancy rate in 2008 was 15.26%, resulting in a 13% increase compared
to 2007.
¢ Increased office space by two percent to 10.7 million square feet.
Increase in vacancy rate since 2001.

Mr. Sweeny continued with his presentation discussing the number of single-family
homes and condominiums sold by year. He said that the source of this information is
from the Metropolitan Indianapolis Board of Realtors (MIBOR) within the geography of
downtown. Some key points are:
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» In 2008, 45 single-family homes were sold, resulting in a 20% decrease
compared to 2007.

e [n 2008, 115 condominiums were sold, resulting in a 39% decrease compared to
2007.

{Clerk’s Note: Councillor Moriarty Adams left at 5:27 p.m.}

Mr. Sweeny stated that the average number of single-family homes in the downtown
area fell slightly, as well as the condominiums. He said that since 2000, the city has had
about 2,800 new condominiums come online. Mr. Sweeny stated that while that has
happened, IDI has not seen an erosion of the average sale price of single-family homes
in the historic neighborhoods. He said with an entire new inventory, the single-family
market might be hurt, but in fact, they have seen the opposite of that.

{Clerk’s Note: Councillor Evans left at 5:29 p.m.}

Mr. Sweeny stated that in 2008, the average vacancy rate of downtown apartments
increased to 5.2%. He said that this is a reflection of a new 163-unit apartment complex
called the Waverly. He said that they were in what is called the lease-up mode, so they
were at full occupancy because they were still building and trying to lease the spaces as
they were coming online. Mr. Sweeny stated that the average rental rate has steadily
increased, which now stands at a $1.08 per square foot.

Mr. Sweeney stated that another important customer base for downtown is the
university population. He said that between Indianapolis University- Purdue University of
Indianapolis (IUPUI), IVY Tech and Indiana Business College, there are a total of
48,000 students that live in and around downtown.

Ms. Watson continued the presentation, discussing how the downtown area is a
destination and how downtown is managed. She said that in 2008, a total of 7.9 million
visits were made. Ms. Watson stated that the Indianapolis/Marion County Public Library
(IMCPL) was one of the big attractions, with over one million visitors. Ms. Watson stated
that the percentage of Marion County residents who have recently visited downtown is
85% in 2008.

Ms. Watson stated that with the downtown hotel occupancy, it has been relatively stable
at 62%, compared to 63% in 2007. She said that the data for this research comes from
Smith Travel Research (STR) in partnership with the Indiana Convention and Visitor's
Association (ICVA) which reflects occupancy downtown and the eastside campus. She
said that STR packages the eastside with downtown, because there are not enough
hotels on the eastside to form its own tracking base. Ms. Watson stated that the
average hotel room rates of $116.97 have been stable compared to 2007. Ms. Watson
stated that the number of convention delegates in 2008 increased by 18%.
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Ms. Watson stated that residents were asked in the bi-annual survey if they agree or
disagree that downtown is clean. She said that 81% agreed that it was clean. Councillor
McQuillen asked if the panhandlers figure into the numbers. Ms. Watson stated that
they do figure in, but there is not a specific question about panhandling. There is,
however, a question about the perception of safety in the downtown area.

Chair Cardwell stated that the Capital Improvement Board’s (CIB) financial issues have
been the topic of the news, and IDl is in contact with a lot of the businesses. He asked
how important it is to solve the CIB crisis and what kind of impact that will have on the
city. Ms. Watson stated that a healthy, vital and functioning convention industry is
important to downtown. She said that with some of the major businesses, half of their
traffic and sales are driven from a convention audience, rather than a local resident or
downtown employee. She said that convention visitor's are very important to the
economy. Ms. Watson stated that it is also important to have a strong solution to the
CIB issues. :

Ms. Watson stated that just as it is competitive to bring businesses into downtown: it is
extremely competitive to bring a convention group downtown. She said that there has
been some fluctuation in the number of convention delegates. She said that
Indianapolis has lost important convention groups, like Performance Racing Industry
(PRI). She said that they were a large solid spending group that came to Indianapolis; it
was actually here the first week of December. That type of group, at that time of the
year, is a trifecta. Chair Cardwell asked why Indianapolis lost that business. Ms. Watson
stated that PRI moved to Orlando, Florida. Mr. Sweeny stated that they outgrew the
facilities.

Councillor Malone asked how IDI defines downtown. Ms. Watson stated that IDI defines
downtown as the regional center, being bounded by the North side of 16" Street, I-
65/70 on the East, I-70 on the South, and the westside of the White River. Councillor
Malone stated that a certain number of graphs in the presentation do not define
downtown the way Ms. Watson explained. Ms. Watson stated that IDI works with
Indianapolis Metropolitan Police Department (IMPD) downtown district and the reporting
organizations such as MIBOR. Mr. Sweeney stated that generally speaking, the office
market will reflect IDI's boundaries, but they use the industry standards that best
represent downtown. Councillor Malone stated that for many people, downtown means
a variety of things. She said that someone coming from a different county could
consider being at the Children’s Museum as downtown Indianapolis. Mr. Sweeny stated
that from a destination and attraction package, IDI considers those entities as part of the
downtown package but not in the downtown geography. He said that IDI tries to stay as
true as they can to the geography of downtown for tracking purposes. Ms. Watson
asked Councillor Malone if there was a specific area that stands out to her. Councillor
Malone stated that the changes between the surveyed boundaries for the average sale
price for downtown homes and condominiums and the apartments stand out. Mr.
Sweeny stated that looking at the sources they receive, MIBOR actually uses their data
and manipulates it so that they can discuss specific streets and reflect the boundaries of
the regional center. Whereas, the people that IDI utilizes that provide information for the
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downtown apartments develop what they call the downtown sub-market, and their sub-
market is used by other industry analysts in their geography. He said that is the best
square peg in a round hole that IDI can get to reflect the downtown market.

Councillor Malone stated that she has to look at the geography from this stance
because when IDI is receiving secondary information and not surveying it, the changed
boundaries for different areas, she has to question the accuracy of that information that
is brought before the committee. Ms. Watson stated that the information is accurate.

Councillor Malone asked for an explanation between A and B apartments. Mr. Sweeny
stated that those are apartments that are generally above 25 units and of a certain
standard level. Councillor Malone asked if A and B apartments are classified as
affordable housing. Mr. Sweeny answered in the affirmative. Councillor Malone stated
that when she thinks of affordable housing, she thinks of modest living in which students
and individuals that have average median income can afford to live. She said that she
does not see that in downtown Indianapolis as being a part of the attraction or welcome
to downtown Indianapolis in terms of there being truly affordable housing and that
emphasis being there. Mr. Sweeny stated that the number of affordable housing units
that have come online since 2000, has been very substantial.

Councillor Malone asked what is being said or done about mass transportation into
downtown. Chair Cardwell stated that the committee will hear a presentation from the
Mass Transit Taskforce in the near future regarding mass transportation, and will hear a
little bit from the next presenters at this meeting.

Councillor McQuillen stated that with the CIB financial issue, one thing that is being
considered is a hotel/motel tax increase. He asked how that will affect the overall picture
and package as far as IDI is concerned. Ms. Watson stated that it would increase
wherever the tax increase is applied. She said that no one sector of the industry can
bear the entire burden, and every aspect has to share the load. Councillor McQuillen
asked if that includes the donut counties. Ms. Watson stated that it may not include the
donut counties, but they have to look at a number of different mechanisms in order to
get the total figured that is needed. She said that hotel/motel tax alone will not cover it.
Mr. Sweeny stated that in order to be successful, they really have to spread the burden
so that no one particular industry is hurt.

Chair Cardwell asked if there has been any thought from IDI about the combination of
those taxes being shared, to a point where there has been discussion with the business
community, and who IDI would want to share that burden with. Ms. Watson stated that
IDl'is trying to understand how the constituents and the market are reacting before they
weigh in to say which combination will be most effective.

Ms. Watson continued with her presentation discussing sidewalk cleanliness, parking
affordability and ease, and safety while visiting downtown. Some of those points are:
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» Ninety-one percent of sidewalks were rated clean in 2008, resulting in a 34%
increase from November 2000.

e Forty-nine percent of Central Indiana residents indicated that it is easy to find
parking downtown.

 Sixty-nine percent of downtown users stated that parking is very to somewhat
affordable.

e Sixty-two percent of downtown users indicated that downtown is safe.

Chair Cardwell thanked Mr. Sweeny and Ms. Watson for their presentation. He asked if
Ms. Watson could provide the phone number and website for IDI. Ms. Watson stated
that the phone number is 317-237-2222, and the website is www.indydt.com.

Presentation on Conexus Indiana — David Holt, Vice President, Operations and Business
Development

Mr. Holt stated that Conexus Indiana is an entity that was created by the Central Indiana
Corporate Partnership (CICP). He said that CICP was created to be a capacity builder
for the City of Indianapolis and the surrounding counties. Mr. Holt stated that Conexus is
the front end of the ideas to make sure things happen before economic developers go
out into the community to improve the conditions to try and attract businesses. Mr. Holt
stated that Conexus was created after some studies that indicated Indianapolis and the
surrounding areas have five key clusters; Advanced Manufacturing, Logistics, Financial
Services, Technology and Life Sciences.

Mr. Holt reviewed a powerpoint presentation in detail (attached as Exhibit B). Some key
points are:

Manufacturing

e 565,000 Hoosiers work in manufacturing.

e 75,000 logistics workers embedded in manufacturing operations.

* Indiana manufacturing jobs pay 40% more on average than the state’s per capita
income.

Logistics

e Logistics employs more than 250,000 Hoosiers.

* Anincrease of 20% in logistics jobs has been predicted for Central Indiana over
the next five years.

e Logistics jobs on average pay 30% more than the state’s per capita income.

» Indiana ranks among the top 10 in interstate access, rail miles and air cargo
shipments.

¢ Logistics yields high-tech opportunities.
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Mr. Holt stated that Indiana is also the perfect crossroads for a global supply chain. He
said that Indiana has a great location, being right in the middle of the country. He said
Indiana is extremely well positioned for trucking, rail and maritime shipping.

Mr. Holt stated that Conexus Indiana has three strategic priorities; building a world-class
workforce, changing perceptions and enhancing public awareness of manufacturing and
logistics, and connecting for growth and new business opportunities.

Mr. Holt continued with his presentation discussing the Logistics Council Executive
Committee. He said that this committee is made up of 30 Chief Executive Officers
(CEOs) from around the state in all modes of transportation. Some key points are:

Infrastructure — create a comprehensive list for short, medium and long-term

road, airport, waterways and railroad projects, along with cost and statewide

impact.

» Public Awareness — create a media and grassroots strategy that will bring better
understanding of logistics.

» Public Policy - identify and recommend innovative public policy solutions with
costs.

» Workforce Development — develop state of the art education programs in content

and delivery that align with industry needs.

Mr. Holt stated that Conexus was asked by Marion County and the surrounding counties
to do a study on the feasibility of Avon Yard, which is a CSX rail yard in Avon, Indiana.
He said that Avon Yard has a shipping service that is not direct. He said that if
Indianapolis had direct shipping service; it would be much cheaper than having to
switch things over. Chair Cardwell asked if Avon Yard is the same as an inland port. Mr.
Holt answered in the affirmative.

Chair Cardwell thanked Mr. Holt for his presentation and asked if he would provide
contact information for Conexus. Mr. Holt stated that the phone number is 317-638-
2104, and the website is www.conexusindiana.com.

With no further business pending, and upon motion duly made, the Community Affairs
Committee of the City County Council was adjourned at 6:32 p.m.

Respectfully Submitted,

JC/iw Jeff Cardwell, Chair
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